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BES NEW POU NDE AND aC ORO RAT LO Ne tM) ED 


Report of the Chairman to the Shareholders 


On BEHALF of the directors, I hereby present the twelfth annual report of the 
Company for the year ended December 31, 1964. This report includes a review 
of your Company’s affairs and the audited consolidated financial statements 
for the period. 


Premier Smallwood has recently announced that the Newfoundland Govern- 
ment have decided that the name of the Hamilton River and of Hamilton Falls 
will be changed to Churchill River and Churchill Falls, to perpetuate the memory 
of Sir Winston Churchill. We welcome this announcement. However, to avoid 
confusion in dealing with events during the past year in connection with the 
activities of Hamilton Falls Power Corporation, reference in the report is still 
made to Hamilton Falls. 


Over the past year, the hydro-electric power project at Hamilton Falls, 
Labrador, has received widespread attention. Negotiations for the sale of the 
power that can be generated at this site have been followed closely in Canada 
and elsewhere. The scope and concept of the development have caught the public 
imagination and interest. 


In Canada we have seen many vast projects brought to a successful con- 
clusion, some of them only after delays and disappointments. The development 
of Hamilton Falls is undoubtedly in the national interest and accordingly it would 
seem to be the responsibility of all who can contribute to work toward a solution 
of the problems which have so far delayed the start on this very large and 
important undertaking. 


We have continued to investigate all means of making Hamilton Falls power 
available to potential markets. Some of them merit further study. We are con- 
vinced that it is possible to deliver this much needed power to a wide area in 
Canada and the United States at prices lower than equivalent amounts of power 
can be obtained from other available sources, with consequent advantages to 
millions of customers and benefits to the national economy. 


Your Company is continuing to explore and develop its other resources and 
concessions and plans to bring the Whalesback copper mine in Newfoundland 
into production early next summer. Reference is made to these activities in the 
accompanying report. 


It is the intention of your Company to encourage increasing participation 
by outside interests in the exploration and development of the Company’s mineral 
concession areas. These areas are very extensive and to explore their full potential 


in the interests of Newfoundland and of your Company, it is desirable that a 
wide approach be made in terms of expenditures and effort. Your Company, 
both in its own interest and to fulfil its role in assisting in the development of 
Newfoundland’s natural resources, has adopted a policy of flexibility and co- 
operation to encourage participation and partnership with other leading Cana- 
dian, U.S. and European companies. 


We have endeavoured to keep shareholders as fully informed as possible 
by means of interim reports during the course of the year. Early in October 
a prospectus, which included a full account of the Company’s affairs up to that 
time together with a consolidated balance sheet as at July 31, 1964, was circu- 
lated to all shareholders in connection with the issue of rights. The annual report 
therefore refers only in general terms to those matters which have previously 
been covered in greater detail. 


Revenues were higher in 1964 than in the preceding year. The intensive 
activity on the Hamilton Falls project during the period led, however, to your 
Company’s expenditures exceeding revenue. In order to finance the investment 
made in the Hamilton Falls Power Corporation and to provide the funds required 
for the Whalesback Mine development, shareholders subscribed to a rights 
offering in the amount of approximately $7,500,000. These funds assured the 
necessary capital for all known current requirements. 


It is expected that the increased revenues now being received and those 
which are currently in prospect will maintain your Company in a sound financial 
position for the foreseeable future. 


In conclusion, I should like to acknowledge gratefully on behalf of my 
fellow directors the loyal and effective work of your Company’s staff and the 
time and help given generously by advisers and associates. 


Chairman and Chief 
Executive Officer 


Montreal, February 15, 1965 


BRITISH NEWFOUNDLAND CORPORATION LIMITED 


CONCESSIONS 
Total mineral approx. 33,400* sq. mi. Lab.—27,500; Nfld.—5,900 


(*Excluding in Nfld. Oil and Natural Gas approximately 8,000 


sq. mi. and Sodium and Potassium Salts 2,100 sq. mi.) 


NOTE: This map shows only a generalized outline of British Newfoundland 
Corporation's Mineral Concessions (disregarding fee simple 
holdings of others within them) and of its Forest Concession near 
Goose Bay, Labrador (in cross-hatch). 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 


(INCORPORATED UNDER THE LAWS OF THE PROVINCE OF NEWFOUNDLAND) 


Report of the Directors to the Shareholders 


The rights and concessions held by your Company in Newfoundland and Labrador cover 
water powers, minerals and woodlands. Activities during the past year are accordingly reviewed 
in more detail under these headings, as are the operations of the subsidiary and associated 
companies formed to develop specific resources within these concession areas. 


WATER POWER 


Hamilton Falls Power Corporation Limited 
The shareholders of Hamilton Falls Power Cor- 
poration Limited consist of your Company which 
now owns 72.04% of the equity, Hydro-Quebec 
(through its ownership of The Shawinigan Water and 
Power Company), the Newfoundland and Labrador 
Power Commission and Rio Algom Mines Limited. 


As outlined in the last annual report, a number of 
steps were taken toward a 1964 start on construction 
at Hamilton Falls. During the first quarter of the 
year an accelerated programme of engineering and 
other preparatory work was carried out. 


A field programme was completed by last spring 
which included the construction of a permanent steel 
bridge across the Hamilton River above the Falls. 
The access road built originally to the west bank of 
the river, was also extended 12 miles from the east 
bank to the proposed powerhouse site. 


Subsurface rock conditions in the vicinity of the 
powerhouse were investigated by diamond drilling to 
confirm the competency of the rock and the suitability 
of the location for the underground powerhouse. Con- 
siderable work was also completed confirming the 
reservoir elevations and further location mapping 
was done for transmission lines and other surface 
facilities. Engineering and technical planning are 
adequate to allow full-scale construction to com- 
mence at short notice. 


A comprehensive programme of financial studies 
was also carried out in coordination with the engi- 


neering investigation. As a result your directors were 
able to formulate a plan of financing which made it 
possible for Hamilton Falls Power Corporation to 
offer power to Hydro-Quebec at a rate which we 
believe was economically advantageous to them. 


The negotiations for sale of power to Hydro- 
Quebec were based originally on a timetable for first 
delivery of power in 1968. In order to maintain this 
schedule, a programme involving very substantial 
expenditures during the 1964 summer field season 
would have been necessary. When it developed that 
agreement was unlikely, the majority of the work in 
hand was suspended and expenditures were curtailed. 


The negotiations with the Quebec authorities, 
which had been initiated in 1963, were pursued until 
July when the Prime Minister of Quebec announced 
that negotiations were broken off, but that the door 
was still open for further proposals. 


Since then, your Company has continued to in- 
vestigate all means of making Hamilton Falls power 
available to potential markets. Under the auspices of 
the Government of Newfoundland, the consulting 
engineering firm Preece, Cardew & Rider of London, 
England, completed a report on transmitting Hamil- 
ton power to load centres via the island of New- 
foundland, through the other Atlantic provinces and 
into the northeastern United States. 


Your Company has received this report from the 
Government of Newfoundland. The transmission 
project involved is of greater magnitude and com- 
plexity than that contemplated previously when con- 


sidering the routing of power through Quebec. Your 
Company has undertaken all the further technical 
studies necessary and is making the financial studies 
which need to be done before a decision can be made 
on the overall feasibility of a project of this kind. 


Twin Falls Power Corporation Limited 

Twin Falls Power Corporation Limited is an 
associated company and was formed in 1960 to 
develop the power potential of Twin Falls on the 
Unknown River, a tributary of the Hamilton River, 
and supply power to the Wabush Lake area. In addi- 
tion to receiving certain rentals from the development, 
Hamilton Falls Power Corporation holds voting con- 
trol in this company and one third of its equity. 
The balance of the equity is held by the long- 
term customers of Twin Falls Power Corporation, 
Iron Ore Company of Canada and Wabush Mines. 

The Twin Falls system expansion was completed 
during the year with the commissioning of the second 
transmission line from the 240,000 horsepower Twin 
Falls plant to the Wabush Lake area, a distance of 
110 miles. On January 1, 1965, the main power con- 
tract with Wabush Mines became effective and power 
is being supplied to their mining and milling opera- 
tions which are now in production. 

In 1965, Twin Falls Power Corporation will there- 
fore be supplying the operating power requirements 


in this area of both the Iron Ore Company of Canada 
and Wabush Mines. 1965 will be the first year since 
the plant was commissioned in 1962 in which Twin 
Falls Power Corporation will be receiving the full 
revenues from its two long-term power contracts. 
Bay d’Espoir Project 

The Newfoundland and Labrador Power Commis- 
sion has undertaken the development of the Bay 
d’Espoir hydro-electric potential on the south coast 
of Newfoundland and your Company is cooperating 
and assisting in the implementation of this project. 
A grant has been made by the Atlantic Development 
Board, a Federal Government agency, to the Gov- 
ernment of Newfoundland toward the cost of the 
project. The initial installation will be a 300,000 
horsepower plant at this site. The Newfoundland and 
Labrador Power Commission is proceeding with this 
project and with the construction of transmission lines 
to deliver the power to load centres on the Island. 

Pursuant to agreements with the Power Commis- 
sion, your Company’s subsidiary Southern New- 
foundland Power & Development Limited transferred 
all its rights and assets in the Bay d’Espoir project to 
the Commission and was repaid its expenditures on 
the Bay d’Espoir project. Your Company was ap- 
pointed the Commission’s representative to supervise 
and administer the first phase of this development 
which is scheduled for completion in early 1967. 


MINERALS 


British Newfoundland Exploration Limited 

Your Company’s wholly-owned subsidiary, British 
Newfoundland Exploration Limited (Brinex), con- 
tinued active exploration of its mineral concessions 
in Newfoundland and Labrador during the past year. 
Last September it also embarked on a programme to 
bring into production the Whalesback copper mine 
located on the island of Newfoundland. 


General exploration 

The mainland portion and the islands of the 
northern part of the Halls Bay concession were again 
a primary exploration target in 1964. Intensive 


prospecting, diamond drilling and a programme of 
systematic detailed geological study were carried out 
in the area. Work will continue in 1965 on several 
prospects in the vicinity of the Whalesback Mine. 
This part of the Halls Bay concession is being re- 
tained exclusively by Brinex for exploration on its 
own account. 

In Labrador, additional information was obtained 
on the geology and distribution of molybdenite min- 
eralization in the Makkovik area and of copper min- 
eralization in the Ujutok area. Parts of these areas 
will be explored further during the next field season. 
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The 240,000 horsepower 
hydro-electric power plant 

at Twin Falls on the 
Unknown River in Labrador. 


Premier Smallwood 
officially opens 

the Twin Falls system 
in the summer of 1962. 


As part of a continuing investigation into building 
and decorative stone development possibilities, some 
labradorite blocks and aggregate were quarried and 
shipped from Nain last summer. This material is being 
used for testing and for samples required in connec- 
tion with market surveys. Efforts are being made to 
interest manufacturers in the use of labradorite aggre- 
gate for decorative precast concrete. 

Brinex is studying with the Newfoundland Govern- 
ment the further steps which need to be taken before 
a petroleum exploration agreement can be concluded. 
Once a Satisfactory concession agreement has been 
negotiated, oil exploration could proceed and, as 
noted in the last annual report, a tentative basis has 
been worked out for joint exploration of the area 
with Golden Eagle Refining Company of Canada 
Limited. Meanwhile, localized geological studies 
were carried out in 1964 in order to determine the 
nature of further work required. 

As in past years, a number of leading mining com- 
panies joined Brinex in the exploration of parts of 
its concessions. Seven joint-venture agreements em- 
bracing ten areas were in effect during 1964. Brinex 
and Cliffs of Canada Limited worked jointly in two 
areas. Eight other areas were explored by field 
parties of American Smelting & Refining Company 
(Buchans Unit), Canadian Johns-Manville Co. Ltd., 
Consolidated Mining & Smelting Company of Canada 


Limited, Golden Eagle Refining Company of Canada 
Limited and Newmont Mining Corporation of Can- 
ada Limited. 


Whalesback Mine 

Plans were completed last September to bring the 
Whalesback Mine into production. A concentrating 
(flotation) mill with a daily capacity of 2,000 tons 
is now under construction and the mine and mill are 
scheduled to start production in July 1965. 

Engineering and design of the plant facilities have 
been completed and the principal construction con- 
tracts have been awarded. Construction work is pro- 
ceeding satisfactorily. By the end of the year, the 
concentrator building had been closed in and in- 
stallation of equipment was about to begin. 

Underground development work is going forward 
on schedule at several levels. Mine development con- 
tinues somewhat ahead of schedule and ore occur- 
rences are confirming widths and grades anticipated 
from the earlier diamond drilling programme. 

A contract has been signed with Noranda Mines 
Limited for the sale of the copper concentrate pro- 
duction from Whalesback. 

The investment to date in the Whalesback project 
has been financed entirely from advances by your 
Company to Brinex. The balance required for the 
project will be financed with a bank loan which has 
been arranged. 


WOODLANDS 


Active interest has been shown in your Company’s 
Labrador forest concession during the past year and 


development proposals have been received from two 
groups in the pulp and paper industry. 


OTHER 


Agreement with Rio Algom Mines Limited 

In view of the probability that development of 
Hamilton Falls would start last year, agreements were 
made with Rio Algom Mines Limited (Rio Algom) 
in 1963 whereby Rio Algom would provide your 


Company and Hamilton Falls Power Corporation with 


certain administrative and technical services. Follow- 
ing the breaking off of negotiations by Quebec, the 
payment of management fees to Rio Algom was 
suspended. The services of certain Rio Algom person- 
nel seconded to assist with the Hamilton Falls project 
are, however, still available to your Company on a 
cost basis. 
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The permanent bridge over the Churchill River just above the Falls. 


BOARD OF DIRECTORS 


After eleven years service to your Company, Mr. 
A. W. Southam reached the retirement age last year 
and resigned from the Board. He joined the Company 
at its inception in 1953 as its first General Manager. 
Later that year, he was appointed Managing Director 
and then in 1960, President. His contribution to the 
establishment and development of the Company was 
substantial and his counsel will be missed by his 
fellow directors and colleagues. 


Mr. V. H. Smith F.C.A. a Vice-President and 
director of the Company for several years, resigned 
during the year to take up another appointment. Mr. 
M. F. Nicholson, formerly Managing Director of Rio 
Tinto Management Services (South Africa) Limited 
was appointed Vice-President and General Manager 
and a director. Mr. D. J. McParland previously 
technical adviser to the President, was appointed 
Vice-President (Technical). 


FINANCIAL 


An Extraordinary General Meeting of Shareholders 
held on July 15, 1964, approved an increase in the 
share capital of your Company to 20,000,000 shares 
by the authorization of an additional 10,000,000 
common shares. At the same time, shareholders 
waived their pre-emptive rights under Article 49 in 


10 


respect of such new shares and directed that these 
shares be at the disposal of the Board. 

In order to raise the additional funds required by 
your Company, the directors approved a plan where- 
by each shareholder was granted the right to purchase 
three common shares at a price of $3.00 per share for 


each ten common or founders shares held. This plan 
was in conformity with the policy of the directors to 
afford shareholders the opportunity to participate in 
equity financing of the Company. The share issue 
was fully underwritten by N. M. Rothschild & Sons 
and W. C. Pitfield & Company, Limited. Over 99 
per cent of the shares offered were subscribed for by 
shareholders. 

Prior to making this rights offering, your Com- 
pany applied for listing of its common shares on the 
Montreal Stock Exchange. This application was ap- 
proved at that time subject to the filing of required 
documentation and evidence of satisfactory distribu- 
tion of the issued shares. Your Company’s common 
shares were called for trading on the Montreal Stock 
Exchange on February 4, 1965. The Company’s 
common and founders shares are now transferable 
at the offices of our Transfer Agent and Registrar, 
The Royal Trust Company in St. John’s, Montreal 
and Toronto. 

Under the rights offering, 2,755,350 common 
shares were issued and the net proceeds after deduc- 


tion of underwriting, legal, audit and other expenses 
amounted to $7,490,823. This is reflected in the 
improved working capital position at the year end 
which includes cash and marketable securities with 
a book value of $3,947,219. The underwriting cost 
of the issue has been included under organization and 
financing expenses on the balance sheet. 


Funds from the share issue were used in part to 
retire temporary bank loans incurred in conjunction 
with the preliminary work on the Hamilton Falls 
project. Last July Hamilton Falls Power Corporation 
made an issue of shares on a pro rata basis to its 
shareholders and your Company subscribed for its 
portion of the issue at a cost of $4,706,280 to main- 
tain its proportionate interest in the equity of that 
company. During the year under review $5,283,666 
were spent in connection with the Hamilton Falls 
project by Hamilton Falls Power Corporation. 


Pursuant to an agreement with the Newfoundland 
and Labrador Power Commission, Southern New- 
foundland Power & Development Limited has been 


The copper mine and mill now under development by Brinex at Whalesback, Newfoundland. 


\ 


a a esa 


in i, = 


reimbursed $476,919 for the expenditures incurred 
in prior years on the Bay d’Espoir project. 

The mineral exploration programme carried out 
by Brinex during the past year involved expenditures 
of $385,819. Brinex also spent $1,702,526 on mine 
and mill construction at Whalesback and a further 
$978,213 was incurred for preproduction costs on 
this project. As at December 31, 1964 the accumu- 
lated expenditures for construction of the mine and 
mill totalled $2,494,241 and accumulated preproduc- 
tion costs totalled $2,008,637. 


Your Company deemed it advisable to arrange for 
larger office premises last year in view of the increased 
activity on the Hamilton Falls project and the pros- 
pects for its early development. The expenditures 
involved, less amounts amortized to date, are reported 
on the balance sheet as leasehold improvements. 


In 1964, water rentals paid by Twin Falls Power 
Corporation to Hamilton Falls Power Corporation 
reached their maximum level for the present develop- 
ment and the consolidated revenues of the group were 
correspondingly higher. Revenues have also improved 
as a result of the fees earned by your Company for 
the services it renders in connection with the Bay 
d’Espoir project. 

The rise in revenues during the past year was 
accompanied by higher expenditures arising from the 
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Vice-President and 
General Manager 


Montreal, February 15, 1965 
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increased activity of your Company in this period. 
Higher administrative costs have arisen in connection 
with such things as pension fund payments on behalf 
of former employees (which are non-recurring), di- 
rectors’ fees, travel expenses, and professional and 
management services. Higher interest expenses re- 
sulted from the temporary use of bank borrowing 
during the year. These higher expenditures more than 
offset the improved revenues resulting in a net loss of 
$149,696. After allocation of $58,654 in respect of 
the amounts attributable to the minority shareholders 
a loss of $208,350 was transferred to deficit which 
compares with a loss of $57,331 transferred in the 
preceding year. 

Consistent with our practice in other years the 
assets and liabilities of Twin Falls Power Corporation 
are not included in the consolidated balance sheet and 
no amounts have been taken into consolidated income 
for your Company’s interest in the accumulated profits 
of Twin Falls Power Corporation which amount to 
$342,929 as at December 31, 1964 after recording a 
loss of $1,198 for the past year. Commencing 
January 1, 1965, contracts for the sale of power will 
provide revenue related to the full output of the plant 
and the operating profits of Twin Falls Power Corpo- 
ration are expected to improve accordingly. 


On behalf of the Board, 


Chairman 


BRITISH NEWFOUNDLAND CORPORATION LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDAT ED STATEMENT OF PROFIT AND LOSS 
Year ended December 31, 1964 


Revenue from management services and rental of water power rights and 
facilities 


Administrative and other expenditures (including $33,163 amortization of 
buildings, equipment and leasehold improvements) 0... 


Deduct: 


Income from investments and gain on sales of investments .......... 
ProfitgongsdleyoleassetSvere ee aaron eae ete eee ae 
MiscellaneousmimComes -ee5 eater eee ee ee 


Less transferred to mineral exploration and preproduction expenses .... 


Add amortization of prior years’ development and survey expenditures ...... 
TSOSS BLODACNE EV CATS mint et eee nt aR asc. Reina Ratauetees tear ome Ere a eee 
Profit, of (oss) attributable to the minority shareholders 77222)... 200 


VEQSSn LAN STEELE CLOT OCIIC Ite oe ee eee ee ete ete eae 


CONSOLIDATED STATEMENT OF DEFICIT 


DeficitratsbcoimninorOhsyeal a. ime eee eee ere eae 


cide loss: (Onion yCatmeern ter es maa aensi nice agin ee trrce sega eee ero ttier er ta a 


Deduct prior years’ losses now attributable to minority shareholders ........... 


Deticiig ate ence Ole Veal meen rete cee a yi uate rte are etter et 


1964 


$921,014 


1,391,592 


>2, 161 
135371 
PS 717 


81,249 
1,310,343 


239,633 


1,070,710 


149,696 


149,696 


58,654 


$208,350 


$296,067 


208,350 


504,417 
29.693 


$474,724 


1963 


$321,833 


605,653 


83,034 
26,691 
4,346 


114,071 
491,582 


166,757 


324,825 


2,092 


Tl LOD 


74,151 


(16,820) 
Pes aid 


$238,736 
O7,391 


296,067 


$296,067 


Refer to page 16 for Auditors’ Report to the shareholders and accompanying notes to the financial statements. 


13 


ASSETS 


Current assets: 


BRITISH 


Cashv on-hand wand = withre Dal Kets nee 
Notes and ishorteterni Cepostts sg cere rey tae eee 


Government of Canada bonds — at cost 


Accounts receivable 


(marketevalties $124.97 O00) teeter ea ee eee 
Accrued interest receivable 


Due from Twin Falls Power Corporation Limited ............000.......0..04. 
Inventories of supplies’ at COst ee rte ee eee eee 


Prepaid expenses 


Total current assets 


Investment in partly owned subsidiary not consolidated — 
Twin Falls Power Corporation Limited (note 1): 


Shares — at cost 


Land, buildings, equipment and access road facilities — 
at cost less amounts: written off (note e2) eye ee ee 


Leasehold improvements — at cost less amounts written off ........0.0000..00..... 


Mineral, timber and water power rights and concessions — 


at cost 


Preproduction expenses —- Whalesback Mine (note 2) ..........00..00000000000000.... 


Expenditures on exploration, SUTVeyspand sstudics ae er eee 


Organization ands financing, eXDENSES eee emer eee 


CONSOLIDATED BALANCE 


1964 


$ 764,062 


1,686,782 


1,496,375 
30,530 
2515095 
62,396 
192,617 
1,944 


4,466,401 


2,500,000 


5,202,268 
174,385 


35,001 
2,008 ,637 
14,035,084 
1,001,551 


$29,423,327 


NEWFOUNDLAND 


AND SUBSIDIARY 


1963 


106,968 
748,551 


98,500 
3,908 
91,684 
42,137 
152,044 
4,248 


1,248,040 


2,500,000 


3,497,904 


35,001 
1,030,424 
& 830,113 

311,214 


$17,452,696 


Refer to page 16 for Auditors’ Report to the shareholders and accompanying notes to the financial statements. 


14 


CORPORATION LIMITED 


COMPANIES 


SHEET DECEMBER 31, 1964 


LIABILITIES 


Current liabilities: 
Accounts payable and accrued charges 


Minority shareholders’ interest in subsidiary companies | 


Shareholders’ equity: 
Share capital: 
Founders shares: 
Authorized and issued — 


3,175,812 shares without nominal or par value 


Common shares (note 3) 
Authorized — 


16,824,188 shares without nominal or par value 


Issued — 


8,764,041 shares without nominal or par value ............ 


Deficit — ‘per statement attached ...0.....60c0.0.00..000-- 


Capital surplus arising on consolidation .............. 


APPROVED ON BEHALF OF THE BOARD: 


(ae 


Director 


Director 


1964 


$ 730,768 


4,602,835 


Shel Diep efl es 


19,680,138 


22,855,950 
(474,724) 
1,708,498 


24,089,724 


$29,423,327 


1963 
$ 458,383 


1,700,480 


Sy Ao yeton (2 


11,414,088 


14,589,900 


(296,067) 
1,000,000 


15,293,833 


$17,452,696 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1964 


(1) Principles of Consolidation: 


Voting control of Twin Falls Power Corporation Limited, but only one-third of 
its equity share capital, is held by Hamilton Falls Power Corporation Limited, a 
subsidiary company of British Newfoundland Corporation Limited. Twin Falls 
Power Corporation Limited reported a loss for the year ended December 31, 1964 
of $1,198. The accumulated profits to that date are $342,929. Consistent with 
the practice in prior years the assets and liabilities of that company have not been 
included in the consolidation and no amounts have been taken into the Company’s 
consolidated accounts in respect of its share of the accumulated profits. 


(2) British Newfoundland Exploration Limited: 


Construction and preproduction expenses on the Whalesback Mine total $4,502,878 
as at December 31, 1964. The additional expenditures to bring the mine and mill 
into operation in mid 1965 at a capacity of 2000 tons per day are estimated at 
$3.7 million of which approximately $438,000 have been committed. 


Bank loans of approximately $4 million will be utilized to finance the expenditures 
and in this connection British Newfoundland Exploration Limited has undertaken 
not to mortgage fixed assets, pay dividends and otherwise alienate the fixed assets 
or working capital. 


(3) Capital Stock: 


During the year the share capital of the company was increased to 20,000,000 
shares by the authorization of an additional 10,000,000 common shares without 
nominal or par value. In October 1964 2,755,350 common shares were issued 
for cash at $3 per share. 


There are 250,000 common shares without nominal or par value reserved for the 
grant of options to officers and employees. At December 31, 1964 no options had 
been granted. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of British Newfoundland Corporation 
Limited and subsidiary companies as of December 31, 1964 and the consolidated statements 
of profit and loss and deficit for the year then ended and have obtained all the information 
and explanations we have required. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given 
to us and as shown by the books of the companies, the accompanying consolidated balance 
sheet and consolidated statements of profit and loss and deficit are properly drawn up so as 
to exhibit a true and correct view of the state of the affairs of the companies at December 
31, 1964 and the results of their operations for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 

PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants. 
Montreal, P.Q. 
February 12, 1965 
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